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Summary of Organization, Programs, 
and Problems 


The Office of the Economic Coordinator was established under a joint direc- 
tive of the Secretaries of State, Treasury, and Defense and the Pirector of the 
Foreign Operations Administration which was approved by the President on August 
7, 1953. 

Under the term of the 1953 Directive, overall responsibility for the devel- 
opment and coordination of U.S. military and economic aid activities in Korea was 
assigned to the Commander- in-Chief, United Nations Command (ClUCDhC). An Economic 
Coordinator was designated as the principal economic advisor on the staff of 
CX3CUBC, end certain economic and financial res, onaibillties were delegated to the 
Economic Coordinator. In addition, the Economic Coordinator was to represent the 
Foreign Operations Administration (FOA) in Korea and was to be provided with a 
staff by the EGA* 

The Economic Coordinator serves as the representative of C1FCCNC ct* the joint 
Repot lie of Korea-United Nations Command Combined Economic Board. The Combined 
Economic Board, established under the US/ROK Economic Coordination Agreement of 
Nay 24, 1952, acts as the agency for the development, implementation, and coor- 
dination of all aspects of civil assistance and economic aid programs in Korea. 

In addition, the Board makes rec Desmond at ions on general economic and financial 
policies in Korea, and ways and means of developing the most efficient use of 
Korea's own resources. 

By delegation of CXNCUNC and by his membership on the Combined Economic Board, 
the Economic Coordinator exercises generel coordination over the programs of the 
United Nations Korean Reconstruction Agency (UNKRA). In the absence of additional 
contributions from member notions, the activities of the UHKHA are now limited to 
the completion of previously initiated projoctso In December 1955# the Office of 
the Economic Coordinator assu od the responsibility for initiation of new projects 
in all sectors of the econongr° 

The Office of the Economic Coordinator (OFT) is presently staffed by a total 
of approximately 263 U.S. and U.N. personnel. Included in this total are approxi- 
mately 41 officers and enlisted men furnished on a reimbursable basis by the O.S. 
Army , and 42 U.N. personnel made available by U^KivA. k total of approximately 7®® 
Korean nationals are presently in the employ of OEC. 

The objectives set for the expanded assistance program initiated by CEO in 
1953 include: The support cf Korean military forces; the achievement and is&in- 
tenance of a standard of living approximately equivalent to that which prevailed 
in Korea prior to the outbreak of hostilities in 1950; the accomplishment of such 
reconstruction and development as night be possible within the limits of available 
resources and as flight be consistent with the maintenance of financial stability. 
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Funding for the program administered by GEC io made available by the Xnter- 
national Cooperation Admini strati on out of Mutual Security Appropriations • The 
following is a summary of funds made available during the first three years of 
the program (in millions rf dollars): 


Fiscal year 1954 

200 oO 

Fiscal year 1955 

261.9 

Fiscal year 1956 


Total 

738*9 


United States contributions to U?£KttA are net included in the above totals* The 
totals include, however, contributions to the Armed Forces Assistance for Korea 
program (£5 million in fiscal year 1955, and *2 million in fiscal year 1956) end 
reflect allotments for both Defense Support and Technical Cooperation* 

Approximately two-trirds of the funds available in fiscal year 1956 sere 
devoted to the importation of raw materials and other commodities for Korean 
industry and Agriculture,, Included in this program were 360 million for the 
purchase of fertilizers, $30 million for raw cotton, and approximately $20 million 
for petroleum products* A total of $50 «7 million of this program represented 
sales of surplus agricultural commodities for Korean heart under -action 402 of the 
Mutual Security Act. 

The Korean hw&n generated by the sale of surplus agricultural commodities 
is used exclusively to sup ort the local currency expenses of the Korean military 
establishment* A substantial portion of the hwan proceeds from the sale of other 
raw materials and commodities Is also used directly for military purposes* Approx- 
imately 50 p«r cent of the total local currency sales proceeds utilized during 
fiaeal year 1956 was devoted to support of KOK military forces; the remaining 50 
per cent was used for capital investment purposes* 

Approximately one-third of tho dollar program funds available during fiscal 
year 1956 were devoted to capital investrient and other projects* Sectors of 
economic activity represented In approved projects included agriculture, mining, 
manufacturing, electric power, highway, marine, and railroad transportation, 
communications, education, public works, and cooumnity development* A sum of &20 
million was allocated out of fiseal year 1956 program funds for the construction 
of a second plant to produce fertilizer* A program to di^seliz© a portion of the 
Korean Kation&l Railways nee also initiated during fiscal year 1956* These and 
similar projects will, upon completion, result in si rnif leant reductions in the 
for^^Gh exchange cost of imports needed by the Korean ecencay, A total of $5 
million was allocated for Technical Cooperation projects which will provide train- 
ing for approximately 230 Koreans and contribute to the development of technical 
skills in the econuay* 

The completion c>f capital investment projects included in previous programs 
has contributed to a general increase in t reduction since the close of hostilities* 

UHCUbSZFIED 
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Agricultural production in 1955 exceeded that in 1949 by about 8 per dent* Domestic 
coal output rose by approximately 25 per cent during this period* About «ts4bird 
wore electric poser wee generated in 1955 than in 1949 , despite the ffcet that in % he 
late summer of 1955 the tt.S. A nay withdrew the last of the power barges which had 
supplied power to the econo#?* In the field of smnuf&cturing, substantial gains 
■ere recorded in several areas, and notably in the textile industry* South Korean 
output of cotton cloth in 1955 was roughly double the output duri ig 1949- the Gross 
national Product of Korea is estimated at $1<,8 billion tom ttftfc in 1955 and #1*6 
billion in 1949* On a per capita basis, it is estimated that GRP rose frost #78 in 
1949 to #84 in 1955° 

farther gains la output are expected for 1956* A new thermal powfcr plant of 
25*000 KW oapecity, financed by the fiscal year 1954 program, is now in full pro- 
duction* two additional thermal stations, with a total of 75,000 KW capacity, are 
now in tact phase and are to go on stress shortly* A number of saell Manufacturing 
facilities have recently been completed or are nearing completion. for example, a 
fleas, producing true# tires — the first of its kind la Korea — * entered production 
daring the past sooth* 

v - 4 major problem havering South Korean recovery has been severe inflation* 

.y the volume at money supply has increased by 200 tines since 1947 end the prloe 
1 InM baa atom » rn equal increase c 

■i I n flatio n slue# the end of the war has been tbs result primarily of large 
definite 1m the flotUftm e nt *a budget, reflecting the burdsa of maintaining a large 
military estabiteh— ct. the 80K defense budget in the fieeal year 1958 wae the 
equivalent of 50 pat cent of total expenditures and approximately TO pur cent of 
total revenues of the Government* 

Vi 

Inflation baa also, to a large extent, been the result of on economical pricing 
•* of the goods and services sold by public utilities, end Government owned end operated 
enterprises. The large deficits resulting from operations of the railroads, the 
c n m ennl cations network, electric power generation, and Govemmmt coal mining have 
required substantial expenditure by the Govern sent either in the form of direct 
subsidies or in form of guaranteed bank loans. 

Some improvement in the inflationary trend has bean evident during the past 
year* The level of wholesale prices rose by only 44 per cent in fiscal year 1956, 
as compared to an increase of 1^6 per cent in the preceding year. Retail price#, 
which rose by 112 per cent in fiscal year 1955, recorded an increase of only about 
19 per cent In fiscal year 1956* 

During the past year, the HOK has made au rtantial efforts to reduce Its budget 
deficit end to improve its fiscal and credit policies* A continuation of these ef- 
forts should make possible the achievement of a substantial degree of financial 
stability during the next year or two and further progress toward economic recovery. 
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